Form'3160-5 FORM APPROVED

OCh-48TES:
UNITED STATES RTZSIA , FORM APPROVED
DEPARTMENT OF THE INTERIOR . iExplres March 31, 2007

BUREAU OF LAND MANAGEMENT 5 Lease éenal No.

1

NDRY NOTICES AND REPORTS ON WELLS - NM-53219
e this form for proposals to drill or reenter an "If Indian, Allottee or Tribe Name

fNot Applicable

If Unit or CA/Agreement, Name and/o

g ¥ Th St : . A S Not Applicable
T Type of Well i
Joun wen X} Gaswen L) Other (re-entry) 8. Well Name and No.
2. Name of Operator Whitbread BFG Federal Com #2
Yates Petroleum Corporation 025575 9. API Well No
3a.  Address 3b. Phone No (include area code) 130-01 5-35937
105 South Fourth Street, Artesia, NM 88210 (575) 748-1471 10. Field a{f\d Pool, or Exploratory Area
4 Location of Well (Footage, Sec., T., R., M., or Survey Description) Indjan Basin Upper Penn
699' FNL and 383' FWL Surface Location 11. County or Parish, State
990' FNL and 660" FWL Bottom Location ! .
Section 1, T22S-R24E Eddy iCounty, New Mexico
12. CHECK THE APPROPRIATE BOX(ES) TO INDICATE NATURE OF NOTICE, REPORT, O}jl OTHER DATA
TYPE OF SUBMISSION . TYPE OF ACTION I
D Notice of Intent D Acidize D Deepen D Production (Start/Resume) D Water Shut-Off
D Alter Casing D Fracture Treat D Reclamation , D Well Integnty
[} Subsequent Report [} Casing Repair [ New Construction ] Recomplete ; Other Extend
D Change Plans D Plug and Abandon D Temporarily Abandon ! APD
[:] Final Abandonment Notice D Convert to Injection D Plug Back D Water Disposal

13 Descnbe Proposed or Completed Operation: Clearly state all pertinent details, including estimated starting date of any proposed work and ap!proximate duration thereof 1f
the proposal is to deepen directionally or recomplete ilon'zonlally, gwve subsurface locations and measured and true vertical depths of all pemﬁent markers and zones.
Attach the Bond under which the work will be performed or provide the Bond No on file with BLM/BIA Required subsequent reports must be filed within 30 days
followmng completion of the mvolved operations  If the operation results m a multiple completion or reconipletion 1n a new nterval, a Form 3160-4 must be filed once
testing has been completed. Final Abandonment Notices must be filed only after all requirements, including reclamation, have been completed and the operator has
determined that the site 1s ready for final inspection )

Yates Petroleum Corporation wishes to extend the captiond well's APD for two (2) years to November 8, 2011.
H2S possible Contigency Plan Attached.
C-102 Attached.

Previously Approved.

APPROVED FO L'H MONTH PERIOD
Thank you. ENDING
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14 I hereby certify that the foregoing is true and correct

NamgPrinyed/Type Title ’
/7 Cy Cowan Land Regulatory Agent

Date

%

October 8, 2011

HIS SPACE FOR/FEDERAL OR STATE USE.

oiH
B 8 R

/s! Don Peterson | TFIELD MANAGER —} P JUN 14 2000

Conditions of approval, ifany, are attached Approval of this notice does not warrantor { Office .
certify that the apphcant holds legal or equitable title to those nghts m the subject lease CARLSBAD FIELD OFFICE

which would entitle the apphicant to conduct operations thereon

Title 18 U.S.C. Section 1001, make 1t a crime for any person knowingly and willfully to make to any depaﬂment or agency of the United
diless MIOUS or fraudulent statements or representations as to any matter within its junisdiction.

(Instructions on reverse) m

KM



i > H
District] - State of New Mexico Form C-102
i::z:t f]rmn Dr Hobbs, NM 85240 Energy, Minerals & Natural Resources Department Revised October 12, 2005
1301 W. Grand Avenue, Artesia, NM 86210 OIL CONSERVATION DIVISION Submt to Appropriate District Office
i . State Lease - 4 Copies
viet Il 1220 South St. Francis Dr. P

.0 Rio Brazos Rd., Aztec, NM 87410 Fee Lease - 3 Copies

District IV Santa Fe, NM 87505

1220 S. St. Francis Dr., Santa Fe, NM 87505

'[C] AMENDED REPORT

WELL LOCATION AND ACREAGE DEDICATION PLAT

' AP Number 2 Pool Code ® Pool Name
Wildcat Canyon
* Property Code * Property Name ¢ Well Number
Whitbread “BFG” Federal Com. 2
7OGRID No. ® Operator Name ? Elevation
025575 Yates Petroleum Corporation 3844
. 1% Surface Location

UL or lot no. Section | Township . Range Lot Idn Feet from the North/South line Feet from the East/West line County

D 1 228 24E 699 North 383 West Eddy

' Bottom Hole Location If Different From Surface

UL or lot no. Section | Township Range Lot Idn Feet from the Nerth/South line Feet from the East/West line County

D 1 228 24E 990 North 660 West Eddy
" Dedicated Acres | Joint or Infill | Consolidation Code | Order No.
320N/2

No allowable will be assigned to this completion until all interests have been consolidated or a non-standard unit has been approved by the

division.
jte—1t—1 NV-Y582 " OPERATOR CERTIFICATION
) /w ; N NM-53219 | 1 hereby certify that the mformation contained heren is truc and complete
- Q Bl 10 the best of my knowledge and belef, and that this orgamzation either
, ’ G‘: owns a working interest or unleased mineral interest in the land mcluding
3 g 3“\ ( the proposed bottom hole locasion or has a nght to dnil this well af this
\'\ gb‘ f‘(‘A e /()C :;LJ"\ on ! locanon pursuant to a contract with an owner of such a mneral or workang
6 L0 , QK | interest, or ipfvoluplary Jooling agreement or a compulsory pooling
b d| order hretoforglntered by thefdivision
< T NMT128505 ] 4

\&%m /m/e/oc a%—

A /L2007

v Date

4
107) Hl Signature /

Cy Cowan, Regulatory Agent

Printed Name

BSURVEYOR CERTIFICATION

I hereby certify that the well location shown on this
plat was plotted from field notes of actual surveys
made by me or under my supervision, and that the

same Is true and correct to the best of my belief.

Date of Survey

Signature and Seal of Professional Surveyor

REFER TO ORIGINAL PLAT

Certificate Number




R TN ovave O NEw mex'xco
1623 N. Promch Br., Bebbe, M0f 88240

Energy, Minerals Rescurces Depertmen . Instruction bock
DISTRICT 1 i " Maturad ' Submit to Appropriste M:m:t. Office
851 South First, Artesia, NN 88210 . ‘ Stats Lease ~ 4 Coples
DISTRICT 111 - Fee Loase — 3 Copies
1000 Rio Brazos Rd., Aztec, NN 87410 OIL CONSERVATION DIVISION
DISTRICT IV P.0. Box 2088
2040 South Pacheco, Santa Fe, NN 87503 Santa Fe, New Mexico 87504—-2088 ) {0 AMENDED REPORT _
WELL LOCATION AND ACREAGE DEDICATION PLAT
AP} Number Pool Code Pool Name
Wildcat Canyon
Property Code Property Name Well Number
WHITBREAD "BFG" FEDERAL COM. 2
OGRID No. Operator Name : Blevation
025575 YATES PETROLEUM CORPORATION 3844

Surface Location

UL or lot No. | Section | Township ] Range Lot ldn Peet from the | North/South line | Feet from the i ‘East/West line Coui:_!y
D 1 22s 24E 609 NORTH 383 : WEST EDDY

Bottom Hole Location If Different From Surface (
UL or ot No. Section Township Range Lot ldn Feet from the North/South line Peet from the | East/West line County

D 1 228 24E 990 NORTH 660 i WEST EDDY
Dedicated Acres | Joint or Infill | Consolidation Code Order No.
320

NO ALLOWABLE WILL BE ASSIGNED TO THIS COMPLETION UNTIL ALL INTERESTS HAVE BEEN CONSOLIDATED
OR A NON-STANDARD UNIT HAS BEEN APPROVED BY THE DIVISION .

OPERATOR CERTIFICATION

M” I’ 1 hareby certify the the information
B E | contained Aerein is trus and complele to the

—~SURFACE LOCATION % W
-BOTTOM HOLE LOCAT! AW —

T Signature =
N.32‘25'3'5.2"” : Cy Cowan
.104°27°33.4 _ Printed Name
N.518835.4 i Regulatory Agent

E.461295.2
(NAD-27) ; Title

gaky 12, 2005

Date

SURVEYOR CERTIFICATION

1 haredy certify that the well location shown
on this plat was plotted from field notes of
actual surveys, mads by ma or under my
supervison, and that the same $3 truwe and
correct to the best of my bdelaf

8/22/2005
Date Surveyed

E RLS 3640

[ t— A — T K
0 830" 680" 900' 1650" 1980° 2310° 2310° 1980° 1630




Yates Petroleum Corporatmn

105 S. Fourth Street
Artesia, NM 88210

Hydrogen Sulfide (H,S) Contmgency
Plan |

For |

Whitbread BFG Federal Com. 2 |
699’ FNL, 383’ FWL Surface Location l
990’ FNL and 660° FWL Bottom Hole Locatio n
Section-1, T-228S, R-24E

Eddy County NM

YPC H2S Cd:ntingency Plan. Page 1



Whitbread BFG Federal Com. #2 Location
This is an open drilling site. H,S monitoring equipment and emergency '
response equipment will be used within 500° of zones known to contain ]

H,S, including warning signs, wind indicators and H,S monitor. W

=

YPC H2S Contingency Plan. Page 2



Emergency Procedures

In the case of a release of gas containing HyS, the first responder(s) must isolate the area
and prevent entry by other persons into the 100 ppm ROE. Additionally the first
responder(s) must evacuate any public places encompassed by the 100 ppm ROE. First
responder(s) must take care not to injure themselves during this operation. Company
and/or local officials must be contacted to aid in this operation. Evacuation of the public
should be beyond the 100 ppm ROE.

Al responders must have training in the detection of H,S, measures for protection against
the gas, equipment used for protection and emergency response. Additionally,.
responders must be equipped with H,S monitors and air packs in order to control the
release. Use the “buddy system’ to ensure no injuries during the response.

Ignition of Gas Source

Should control of the well be considered lost and ignition considered, take care to protect
against exposure to Sulfur Dioxide (SO,). Intentional ignition must be coordinated with
the NMOCD and local officials. Additionally the NM State Police may become

involved. NM State Police shall be the Incident Command on scene of any major release.
Take care to protect downwind whenever there is an ignition of the gas

Characteristics of H,S and SO,

Common | Chemical | Specific Threshold | Hazardous éethal i
Name Formula Gravity Limit Limit oncenir-
ation

Hydrogen 1.189 10 ppm
sulide | 12 Air = 1 100 ppm/hr 1 600 ppm
Sulfur 2.21]

0 ppm
Dioxide | >©? Air=1 |[2PPM  N/A 1000 PP
Contacting Authorities

YPC personnel must liaison with local and state agencies to ensure a proper response to a
major release. Additionally, the OCD must be notified of the release as soon as possible
but no later than 4 hours. Agencies will ask for information such as type and volume of
release, wind direction, location of release, etc. Be prepared with all information
available. The following call list of essential and potential responders has been prepared
for use during a release. YPC Company response must be in coordination with'the State
of New Mexico’s ‘Hazardous Materials Emergency Response Plan’ (HMER)

YPC H2S Contingency Plan. Page 3




Yates Petroleum Corporation Phone Numbers

YPC OSICE  ovvocseeeeeerseeeeevsmsessssssssssssssssseenss s ssesessesess s sseeesees e (505) 748-1471
Pinson McWhorter/Operations Manager ..........coveeveeeieeeceeievecveeveeeeeeenne (505) 748-4189
Darrel Atkins/Production Manager L, (505) 748—4?.04
Ron Beasley/Prod Superintendent .........c.ccccvvveieereerececenresreciseneieenneas (505) 748-4210
Al Springet/Drilling oo (505) 748-4225
Paul Hanes/Prod. Foreman/Roswell . (505) 624-2805
Jim Krogman/Drilling Superintendent............coovieercrivcecnvnenecrreenene (505) 748-4215
AT1ESia ANSWETING SEIVICE w..oereevrrerrsrrrscesesrssssssnessssresseseessncesn (505) 748-4302
(During non-office hours) ;
Agency Call List
Eddy County (505)
Artesia
State POTICE ..ooveiieiicee et 746-2703
Gty POICE...cc.ciiiiii ettt e 746-2703
Sheriff’s OffiCe ...c.evverceriiiee et 746-9888
AMDUIANCE ...ttt s 911
Fire Department ......ooceere it 746-2701
LEPC (Local Emergency Planning Committee) ..........c..coccvevevevnen.... 746-2122
NMOCD.....cioiiirerit sttt s s st s st sra s ebe e esssesraens 748-1283
Carlsbad
State POLICE ...eeiceiieeiei ettt 885-3137
CY POHCE. .evereorveeeeeeees oo eee e eeseeeeeseeseesseseseseresesse e eeeeeseseesees e 8852111
Shenff’s Office....oviiieiieeee e 887-7551
AIMDBUIATICE ...ttt e 911
Fire Department ......c.covevveveiiiieenececieeeeressies et 885-2111
LEPC (Local Emergency Planning Committee)..................... 887-3798
US Bureau of Land Management.........c.ccoceevenieceiccnennneneennen. 887-6544
New Mexico Emergency Response Commission (Santa Fe)  (505)476-9600
2AHR oo e (505) 827-9126
New Mexico State Emergency Operations Center..................... (505) 476-9635
National Emergency Response Center (Washington, DC)  ...(300) 424-8802
Other
Boots & Coots TWC ............ 1-800-256-9688 or (281) 931-8884
Cudd Pressure Control......... (915) 699-0139 or (915) 563-3356
Halliburton ..............cooeeenne. (505) 746-2757
B.J. Services........oocieei (505) 746-3569
Flight For Life -4000 24th St, Lubbock, TX ............................ (806) 743-9911
Aerocare -Rr 3 Box 491, Lubbock, TX ......ccoovviiiiiiiiii, (806) 747-8923

YPC H2S Contingency Plan. Page 4



'Med Flight Air Amb 2301 Yale Blvd SE #D3. Alby '— »
: , Albug, NM .......... 505) 842-4433

S B Air Med Sve 2505 Clark Carr Loop SE, Albug, NM ............. ((505)) 842-4949 !

E

|

YPC H2S Contingency Plan. Page 5



PECOS DISTRICT
CONDITIONS OF APPROVAL

OPERATOR’S NAME: | Yates Petroleum
LEASE NO.: | NM 53219
WELL NAME & NO.: | Whitbread BGF Federal Com #2
SURFACE HOLE FOOTAGE: | 699° FNL & 383’ FWL
BOTTOM HOLE FOOTAGE | 990’ FNL & 660° FWL
LOCATION: | Section 1, T.22S.,R24 E.,, NMPM
COUNTY: | Eddy County, New Mexico

TABLE OF CONTENTS
Standard Conditions of Approval (COA) apply to this APD. If any deviations to these
standards exist or special COAs are required, the section with the deviation or
requirement will be checked below.

[] General Provisions

[_] Permit Expiration

] Archaeology, Paleontology, and Historical Sites
] Noxious Weeds

[[] Special Requirements

Cave/Karst
Low Profile lan!\s
- [[] Construction
Notification
V-Door Direction
Topsoil
Closed Loop System
Federal Mineral Material Pits
Well Pads
Roads
[ ] Road Section Diagram
] Drilling
[_] Production (Post Drlllmg)
Well Structures & Facilities
Pipelines
Electric Lines
[] Interim Reclamation
[ ] Final Abandonment & Reclamation
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I. GENERAL PROVISIONS

The approval of the Application For Permit To Drill (APD) is in compliance with all
applicable laws and regulations: 43 Code of Federal Regulations 3160, the lease terms,
Onshore Oil and Gas Orders, Notices To Lessees, New Mexico Oil Conservation
Division (NMOCD) Rules, National Historical Preservation Act As Amended, and
instructions and orders of the Authorized Officer. Any request for a variance shall be
submitted to the Authorized Officer on Form 3160-5, Sundry Notices and Report on
Wells.

II. PERMIT EXPIRATION

If the permit terminates prior to drilling and drilling cannot be commenced within 60
days after expiration, an operator is required to submit Form 3160-5, Sundry Notices and
Reports on Wells, requesting surface reclamation requirements for any surface
disturbance. However, if the operator will be able to initiate drilling within 60 days after
the expiration of the permit, the operator must have set the conductor pipe in order to
allow for an extension of 60 days beyond the expiration date of the APD. (Filing of a
Sundry Notice is required for this 60 day extension.)

III. ARCHAEOLOGICAL, PALEONTOLOGY & HISTORICAL SITES

Any cultural and/or paleontological resource discovered by the operator or by any person
working on the operator's behalf shall immediately report such findings to the Authorized
Officer. The operator is fully accountable for the actions of their contractors and
subcontractors. The operator shall suspend all operations in the immediate area of such
discovery until written authorization to proceed is issued by the Authorized Officer. An
evaluation of the discovery shall be made by the Authorized Officer to determine the
appropriate actions that shall be required to prevent the loss of significant cultural or
scientific values of the discovery. The operator shall be held responsible for the cost of
the proper mitigation measures that the Authorized Officer assesses after consultation
with the operator on the evaluation and decisions of the discovery. Any unauthorized
.collection or disturbance of cultural or paleontological resources may result in a
shutdown order by the Authorized Officer.

IV. NOXIOUS WEEDS

The operator shall be held responsible if noxious weeds become established within the
areas of operations. Weed control shall be required on the disturbed land where noxious
weeds exist, which includes the roads, pads, associated pipeline corridor, and adjacent
land affected by the establishment of weeds due to this action. The operator shall consult
with the Authorized Officer for acceptable weed control methods, which include
following EPA and BLM requirements and policies.

Page 2 of 23



V. SPECIAL REQUIREMENT(S)

Cave and Karst

** Depending on location, additional Drilling, Casing, and Cementing procedures may be required
by engineering to protect critical karst groundwater recharge areas.

Cave/Karst Surface Mitigation
The following stipulations will be applied to minimize impacts during construction, drilling and
production.

Construction:
In the advent that any underground voids are opened up during construction activities,
construction activities will be halted and the BLM will be notified immediately.

No Blasting:
No blasting will be utilized for pad construction. The pad will be constructed and leveled
by adding the necessary fill and caliche.

Pad Berming:
The pad will be bermed to prevent oil, salt, and other chemical contaminants from
leaving the pad. All sides will be bermed.

Tank Battery Liners and Berms:

Tank battery locations will be lined and bermed. A 20 mil permanent liner will be
installed with a 4 oz. felt backing to prevent tears or punctures. Tank battery berms must
be large enough to contain 1 % times the content of the largest tank.

Leak Detection System:

A method of detecting leaks is required. The method could incorporate gauges to
measure loss, situating values and lines so they can be visually inspected, or installing
electronic sensors to alarm when a leak is present. Leak detection plan will be submitted
to BLM for approval.

Automatic Shut-off Systems:
Automatic shut off, check values, or similar systems will be installed for pipelines and
tanks to minimize the effects of catastrophic line failures used in production or drilling.

- Cave/Karst Subsurface Mitigation
The following stipulations will be applied to protect cave/karst and ground water
. concerns:

Rotary Drilling with Fresh Water:

Page 3 of 23
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Fresh water will be used as a circulating medium in zones where caves or karst features
are expected. SEE ALSO: Drilling COAs for this well.

Directional Drilling:
Kick off for directional drilling will occur at least 100 feet below the bottom of the cave
occurrence zone. SEE ALSO: Drilling COAs for this well.

Lost Circulation: : .
ALL lost circulation zones from the surface to the base of the cave occurrence zone will be
logged and reported in the drilling report.

Regardless of the type of drilling machinery used, if a void of four feet or more and
circulation losses greater than 70 percent occur simultaneously while drilling in any cave-
bearing zone, the BLM will be notified immediately by the operator. The BLM will
assess the situation and work with the operator on corrective actions to resolve the
problem.

Abandonment Cementing:

Upon well abandonment in high cave karst areas additional plugging conditions of
approval may be required. The BLM will assess the situation and work with the operator
to ensure proper plugging of the wellbore.

Pressure Testing:

Annual pressure monitoring will be performed by the operator on all casing annuli and
reported in a sundry notice. If the test results indicated a casing failure has occurred,
remedial action will be undertaken to correct the problem to the BLM’s approval.

Page 4 of 23



VL.

CONSTRUCTION

A. NOTIFICATION

The BLM shall administer compliance and monitor construction of the access road and
well pad. Notify the Carlsbad Field Office at (575) 234-5972 at least 3 working days
prior to commencing construction of the access road and/or well pad.

When construction operations are being conducted on this well, the operator shall have
the approved APD and Conditions of Approval (COA) on the well site and they shall be
made available upon request by the Authorized Officer.

/

B. V-DOOR DIRECTION:

C. TOPSOIL

The operator shall stockpile the topsoil in a low profile manner in order to prevent
wind/water erosion of the topsoil. The topsoil to be stripped is approximately 6 inches in
depth. The topsoil will be used for interim and final reclamation.

D. CLOSED LOOP SYSTEM

Tanks are required for drilling operations: No Pits.

The operator shall properly dispose of drilling contents at an authorized disposal site.

- E. FEDERAL MINERAL MATERIALS PIT

Payment shall be made to the BLM prior to removal of any federal mineral materials.
Call theCarlsbad Field Office at (575) 234-5972.

" F. WELL PAD SURFACING

Surfacing of the well pad is not required.

If the operator elects to surface the well pad, the surfacing material may be required to be
removed at the time of reclamation.

The well pad shall be constructed in a manner which creates the smallest possible surface
disturbance, consistent with safety and operational needs.

G. ON LEASE ACCESS ROADS

Road Width

Page S of 23



The access road shall have a driving surface that creates the smallest possible surface
disturbance and does not exceed fourteen (14) feet in width. The maximum width of
surface disturbance, when constructing the access road, shall not exceed thirty (30) feet.

Surfacing
Surfacing material is not required on the new access road driving surface. If the operator

elects to surface the new access road or pad, the surfacing material may be required to be
removed at the time of reclamation.

Where possible, no improvements should be made on the unsurfaced access road other
than to remove vegetation as necessary, road irregularities, safety issues, or to fill low
areas that may sustain standing water.

A\

“

The Authorized Officer reserves the right to require surfacing of any portion of the access
road at any time deemed necessary. Surfacing may be required in the event the road
deteriorates, erodes, road traffic increases, or it is determined to be beneficial for future
field development. The surfacing depth and type of material will be determined at the
time of notification.

Crowning

Crowning shall be done on the access road driving surface. The road crown shall have a
grade of approximately 2% (i.e., a 1" crown on a 14' wide road). The road shall conform
to Figure 1; cross section and plans for typical road construction.

Ditching
Ditching shall be requfred on both sides of the road.

Turnouts

Vehicle turnouts shall be constructed on the road. Turnouts shall be intervisible with
interval spacing distance less than 1000 feet. Turnouts shall be constructed on all blind
curves. Turnouts shall conform to the following diagram: ’

Standard Turnout - Plan View

1§ mememme e ‘Centedine of Road Driving Surface == === =~== == e
v
: h
j 2N {1 ﬁ{ !
D e
«—»
50°
Drainage

Drainage control systems shall be constructed on the entire length of road (e.g. ditches,
sidehill outsloping and insloping, lead-off ditches, culvert installation, and low water
crossings).

Page 6 of 23



A typical lead-off ditch has a minimum depth of 1 foot below and a berm of 6 inches
above natural ground level. The berm shall be on the down-slope side of the lead-off
ditch.

J
Bermn

on
Down Slope’
.Side

Cross Section of a Typical Lead-off Ditch

1’ Minimum bepth

Natural Ground Level

All lead-off ditches shall be graded to drain water with a 1 percent minimum to 3 percent
maximum ditch slope. The spacing interval are variable for lead-off ditches and shall be
determined according to the formula for spacing intervals of lead-off ditches, but may be
amended depending upon existing soil types and centerline road slope (in %);

Formula for Spacing Interval of Lead-off Ditches

Example - On a 4% road slope that is 400 feet long, the water flow shall drain water
into a lead-off ditch. Spacing interval shall be determined by the following formula:

400 foot road with 4% road slope: _400' + 100'=200' lead-off ditch interval
4%

Culvert Installations
Appropriately sized culvert(s) shall be installed at the deep waterway channel flow
crossing.

Cattleguards

An appropriately sized cattleguard(s) sufficient to carry out the project shall be installed
and maintained at fence crossing(s).

Any existing cattleguard(s) on the access road shall be repaired or replaced if they are
damaged or have deteriorated beyond practical use. The operator shall be responsible for
the condition of the existing cattleguard(s) that are in place and are utilized during lease
operations.

A gate shall be constructed and fastened securely to H-braces.
Fence Requirement

Where entry is required across a fence line, the fence shall be braced and tied off on both
sides of the passageway prior to cutting.
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The operator shall notify the private surface landowner or the grazing allotment holder
prior to crossing any fence(s).

Public Access

Public access on this road shall not be restricted by the operator w1thout specific written
approval granted by the Authorized Officer.
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Figure 1 — Cross Sections and Plans For Typical Road Sections
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VII. DRILLING
A. DRILLING OPERATIONS REQUIREMENTS

The BLM is to be notified a minimum of 4 hours in advance for a representative to
witness:

a. Spudding well
b. Setting and/or Cementing of all casing strings
c. BOPE tests

] Chaves and Roosevelt Countles
Call the Roswell Field Office, 2909 West Second St., Roswell NM 88201
During office hours call (575) 627-0272.
After office hours call (5§75) 200-7902.

(] Eddy County
Call the Carlsbad Field Office, 620 East Greene St., Carlsbad, NM 88220,
(505) 361-2822

[] Lea County
Call the Hobbs Field Station, 414 West Taylor Hobbs NM 88240
(505) 393-3612

1.” A Hydrogen Sulfide (H2S) Drilling Plan should be activated 500 feet prlor to drilling
into the formation. \

2. Unless the production c'asing has been run and cemented or the well has been

properly plugged, the drilling rig shall not be removed from over the hole without
prior approval.

3. When floor controls arc required, (3M or Greater) controls will be on the rig floor.
unobstructed, readily accessible to the driller and will be operational at all times
during drilling and; jor completion activities. Rig floor is defined as the area
immediately around the rotary table: the area immediately above the substructure on
which the draw works are located, this does not include the dog housce or stairway
arca.

4. Gamma-Ray/Neutron logs shall be run from the base of the Salado formation to the
surface. The logs shall be run at a speed which allows the logs to be legible and no
faster than manufactures of the logging tools recommended speed. (R-111-P arca
only)

B. CASING

1. The inch surface casing shall be set at feet and cemented to the surface.

.Page 10 of 23



a. If cement does not circulate to the surface, the appropriate BLM office shall
be notified and a temperature survey utilizing an electronic type temperature

survey with a surface log readout will be used or a cement bond log shall be
run to verify the top of the cement.

b. Wait on cement (WOC) time for a primary cement job will be a minimum 18
hours for a water basin, 24 hours in the potash area, or 500 pounds
compressive strength, whichever is greater. (This is to include the lead
cement).

c. Wait on cement (WOC) time for a remedial job will be a minimum of 4 hours
after bringing cement to surface or 500 pounds compressive strength,
whichever is greater.

d. If cement falls back, remedial action will be done prior to drilling out that
string. ~
‘ )
2. 'The minimum required fill of cement behind the inch intermediate casing is:

[[] Cement to surface. If cement does not circulate see B.1.a-d above.

] Cement should tie-back at least 200 feet into previous casing string. Operator
shall provide method of verification.

3. The minimum required fill of cement behind the inch production casing is:

[[] Cement to surface. If cement does not circulate, contact the appropriate BLM
office. '

[[] Cement should tie-back at least 200 feet into previous casing string. Operator
shall provide method of verification.

[] Top of cement to reach at least 500 feet above the top of the uppermost
hydrocarbon productive interval.

4. If hardband drill pipe is rotated inside casing, returns will be monitored for metal. If
metal is found in samples, drill pipe will be pulled and rubber protectors which have a
larger diameter than the tool joints of the drill pipe will be installed prior to
continuing drilling operations.

5. Whenever a casing string is cemented in the R-111-P potash arca, the NMOCT)
requirements shall be followed.
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C. PRESSURE CONTROL

1. All blowout preventer (BOP) and related equipment (BOPE) shall comply with well -
control requirements as described in Onshore Oil and Gas Order No. 2 and API RP 53
Sec. 17.

2. Minimum working pressure of the blowout preventer (BOP) and related equipment
(BOPE) required for drilling below the surface casing shoe shall be 2000 (2M) psi.

3. Minimum working pressure of the blowout preventer (BOP) and related equipment
(BOPE) required for drilling below the intermediate casing shoe shall be
2000 (2M) psi.

4.. The appropriate BLM office shall be notified a minimum of 4 hours in advance for a
representative to witness the tests.

a. The tests shall be done by an independent service company.
b. The results of the test shall be reported to the appropriate BLM office.

c. All tests are required to be recorded on a calibrated test chart. A copy of the
BOP/BOPE test chart and a copy of independent service company test will be
submitted to the appropriate BLM office.

d. The BOP/BOPE test shall include a low pressure test from 250 to 300 psi. The
test will be held for a minimum of 10 minutes if test is done with a test plug
and 30 minutes without a test plug.

o

BOP/BOPL must be tested by an independent service company within 500
feet of the top of the formation. This test does not exclude the test prior
to drilling out the casing shoc as per Onshore Order No. 2.

. A variance to test the surface uasm,tc and BOP/BOPE to the reduced pressure
of psi with the rig pumps is approved.

D. DRILLING MUD

Mud system monitoring equipment, with derrick (loor indicators and visual and audio
alarms. shall be operating before drilling into the formation, and shall be used
until production casing is run and cemented.

E. DRILL STEM TEST

I drill stem tests are performed, Onshore Order 2.111.D shall be followed.

ACS/ = (date)
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VIII. DRILLING
F.  DRILLING OPERATIONS REQUIREMENTS

The BLM is to be notified a minimum of 4 hours in advance for a representative to
witness: ‘

d. Spudding well
e. Setting and/or Cementing of all casing strings
f. BOPE tests

[[] Chaves and Roosevelt Counties -
Call the Roswell Field Office, 2909 West Second St., Roswell NM 88201.
During office hours call (575) 627-0272.
After office hours call (575) 200-7902.

[ ] Eddy County
Call the Carlsbad Field Office, 620 East Greene St., Carlsbad, NM 88220,
(575) 361-2822

[[] Lea County
Call the Hobbs Field Station, 414 West Taylor, Hobbs NM 88240,
(575) 393-3612

5. A Hydrogen Sulfide (H2S) Drilling Plan should be activated 500 feet prior to drilling
into the formation.

6. Hydrogen Sulfide area must meet Onshore Order 6.

7. Although there are no measured amounts of Hydrogen Sulfide reported, it is
always a potential hazard. If Hydrogen Sulfide is encountered, please provide
measured values and formations to the BLM.

8. Although Hydrogen Sulfide has not been reported in this section, it is always a
possible hazard. It has been reported in the Township to the north. If Hydrogen

Sulfide is encountered, please report measured amounts and formations to the
BLM.

9. Although Hydrogen Sulfide has not been reported in this section, it is always a
potential hazard. If Hydrogen Sulfide is encountered, please report measured
amounts and formations to the BLM.

10. Although Hydrogen Sulfide has not been reported in the area, it is always a

potential hazard. If Hydrogen Sulfide is encountered, please report measured
amounts and formations to the BLM.
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11. Hydrogen Sulfide has been reported as a hazard, but no measurements have
been recorded. It is recommended that monitoring equipment be onsite for
potential Hydrogen Sulfide. If Hydrogen Sulfide is encountered, please report
measurements and formations to the BLM.

12. Unless the production casing has been run and cemented or the well has been
properly plugged, the drilling rig shall not be removed from over the hole without
prior approval.

13. Floor controls are required for 3M or Greater systems. These controls will be on the
rig floor, unobstructed, readily accessible to the driller and will be operational at all
times during drilling and/or completion activities. Rig floor is defined as the area
immediately around the rotary table; the area immediately above the substructure on
which the draw works are located, this does not include the dog house or stairway
area.

14. Gamma-Ray/Neutron logs shall be run from the base of the Salado formation to the
surface. The logs shall be run at a speed which allows the logs to be legible and no
faster than manufacturer of the logging tools recommended speed. (R-111-P area
only)

G. CASING

Changes to the approved APD casing and cement program require submitting a
sundry and receiving approval prior to work. Failure to obtain approval prior to
work will result in an Incident of Non-Compliance being issued.

Centralizers required on surface casing per Onshore Order 2.I11.B.1.f.

Wait on cement (WOC) time for a primary cement job will be a minimum 18 hours
for a water basin, 24 hours in the potash area, or 500 pounds compressive strength,
whichever is greater for all casing strings. Provide compressive strengths including
hours to reach required 500 pounds compressive strength prior to cementing each
casing string. See individual casing strings for details regarding lead cement slurry
requirements. ’

No pea gravel permitted for remedial or fall back remedial without prior
authorization from the BLM engineer.

A CIT is to be performed on this casing per Onshore Qil and Gas Order 2.111.B.1.h
prior to drilling the shoe plug.
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4. The

inch surface casing shall be set at approximately feet (a minimum

of 25 feet into the Rustler Anhydrite and above the salt) and cemented to the surface.

Onshore Order II requires casing to be set across a competent bed and the Rustler
Anhydrite is the first formation that meets that criteria.

a.

If cement does not circulate to the surface, the appropriate BLM office shall
be notified and a temperature survey utilizing an electronic type temperature
survey with a surface log readout will be used or a cement bond log shall be
run to verify the top of the cement.

Wait on cement (WOC) time for a primary cement job is to include the
lead cement slurry.

Wait on cement (WOC) time for a remedial job will be a minimum of 4 hours
after bringing cement to surface or 500 pounds compressive strength,
whichever is greater.

If cement falls back, remedial cementing will be done prior to drilling out that
string.

For the surface casing: If cement does not circulate to the surface, the
appropriate BLM office shall be notified and a tag with 1” will be performed
at four positions 90 degrees apart to verify cement depth. BLM Petroleum
Engineer Technician to witness tags. If depth is greater than 100 or water is
standing in the annulus, remedial cementing will be done. If no water and
TOC tag is less than 100°, when 100% excess cement of the annulus volume
was run on the primary job, ready-mix can be used to bring cement to surface.

5. The minimum required fill of cement behind the inch intermediate éasing is:

] Cement to surface. If cement does not circulate see B.1.a, c-d above.

[[] Cement should tie-back at least 200 feet into previous casing string. Operator

a.

shall provide method of verification.
Wait on cement (WOC) time for a primary cement job is to include the
lead cement slurry due to cave/karst concerns or the tail cement can be

increased to tie-back to the surface casing.

First stage to DV tool, cement shall:
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[X] Cement to circulate. If cement does not circulate, contact the appropriate BLM
office, before proceeding with second stage cement job.

b. Second stage above DV tool, cement shall:

X Cement should tie-back at least 200 feet into previous casing string. Operator
. shall provide method of verification.

If 75% or greater lost circulation occurs while drilling the intermediate casing hole,
the cement on the production casing must come to surface.

Formation below the 9-5/8” shoe to be tested according to Onshore Order 2.11LB.1.i.
Test to be done as a mud equivalency test using the mud weight necessary for the
pore pressure of the formation below the shoe (not the mud weight required to
prevent dissolving the salt formation) and the mud weight for the bottom of the
hole. Report results to BLM office.

Centralizers required on horizontal leg, must be type for horizontal service and
minimum of one every other joint.

6. The minimum required fill of cement behind the “inch production casing is:
a. First stage to DV tool, cement shall:

X] Cement to circulate. If cement does not circulate, contact the appropriate BLM
office, before proceeding with second stage cement job.

b. Second stage above DV tool, cement shall:

X Cement should tie-back at least 200 feet into previous casing string. Operator
. shall provide method of verification. "

[] Cement to surface. If cement does not circulate, contact the appropriate BLM
office.

[] Cement should tie-back at least 200 feet into previous casing string. Operator
shall provide method of verification.

[] Top of cement to reach at least 500 feet above the top of the uppermost
hydrocarbon productive interval.

Seal on Peak Systems Iso-Pack liner is to be tested per Onshore Oil and Gas Order
2.I1LB.1.b. Please call BLM for witness of seal test.

6. If hardband drill pipe is rotated inside casing, returns will be monitored for metal. If
metal is found in samples, drill pipe will be pulled and rubber protectors which have a
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larger diameter than the tool joints of the drill pipe will be installed prior to
continuing drilling operations.

. Whenever a casing string is cemented in'the R-111-P potash area, the NMOCD
requirements shall be followed.

PRESSURE CONTROL

. All blowout preventer (BOP) and related equipment (BOPE) shall comptly with well
control requirements as described in Onshore Oil and Gas Order No. 2 and APIRP 53
Sec. 17.

. Variance approved to use flex line from BOP to choke manifold. Check
condition of 4 11/16” flexible line from BOP to choke manifold, replace if

exterior is damaged or if line fails test. Line to be as straight as possible with no
hard bends.

. Minimum working pressure of the blowout preventer (BOP) and related equipment
(BOPE) required for drilling below the surface casing shoe shall be 2000 (2M) psi.

. Minimum working pressure of the blowout preventer (BOP) and related equipment
(BOPE) required for drilling below the intermediate casing shoe shall be
2000 (2M) psi.

. The appropriate BLM office shall be notified a minimum of 4 hours in advance for a
representative to witness the tests.

g. The tests shall be done by an independen?sewice company.
h. The results of the test shall be reported to the appropriate BLM office.

i. Al tests are required to be recorded on a calibrated test chart. A copy of the
BOP/BOPE test chart and a copy of independent service company test will be
submitted to the appropriate BLM office.

J- The BOP/BOPE test shall include a low pressure test from 250 to 300 psi. The
test will be held for a minimum of 10 minutes if test is done with a test plug
and 30 minutes without a test plug.

k. BOP/BOPE must be tested by an independent service company within 500
feet of the top of the formation if the time between the setting of the
intermediate casing and reaching this depth exceeds 20 days. This test does

not exclude the test prior to drilling out the casing shoe as per Onshore Order
No. 2.
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l. A variance to test the surface casing and BOP/BOPE (entire system) to the
reduced pressure of psi with the rig pumps is approved.

m. A variance to test only the surface casing to the reduced pressure of 1000 psi
with the rig pumps is approved. The BOP will be tested to 5000 psi by an
independent service company.

n. No variance granted on BOP/BOPE test when running only two casing
strings.

0. The variance for testing of the BOP/BOPE on the surface casing is not approved
due to the inaccuracy of rig pump pressure readings and safety concerns when
exceeding 1000 psi.

p. The variance for testing of the BOP/BOPE on the surface casing is not
- approved since MASP for the next hole is approximately 1300 psi.

q. Surface casing test to be done according to Onshore Order 2.11LA.i.ii
since MASP for the next hole is approximately 1300 psi using 0.44/ft

gradient. This test is not to be done with the rig pumps due to the inaccuracy
of rig pump pressure readings and safety concerns when exceeding 1000 psi.

L DRILLING MUD

Mud system monitoring equipment, with derrick floor indicators and visual and audio
alarms, shall be operating before drilling into the formation, and shall be used
until production casing is run and cemented. ’

Proposed mud weight may not be adequate for drilling through Wolfcamp.

Approved for aerated mud, but not air drilling.

J. DRILL STEM TEST

If drill stem tests are performed, Onshore Order 2.1I1.D shall be followed.

K. WIPP Requirements

The proposed well is located within 330’ of the WIPP Land Withdrawal Area
boundary. As a result, Yates Petroleum Corporation is required to submit daily logs
and deviation survey information to the Department of Energy per requirements of
the Joint Powers Agreement. Information from this well will be included in the
Quarterly Drilling Report. Information will also be provided to the New Mexico Oil
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Conservation Division after drilling activities have been completed. Any future
entry into the well for purposes of completing additional drilling will require
supplemental information.

Yates Petroleum Corporatioh can email the required information to Mr. Gene
Valett at gene.valett@wipp.ws or fax to his attention at 575-234-6062.

"WWI 000000
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IX. PRODUCTION (POST DRILLING)
A. . WELL STRUCTURES & FACILITIES

Placement of Production Facilities
Production facilities should be placed on the well pad to allow for maximum interim
recontouring and revegetation of the well location.

Containment Structures

The containment structure shall be constructed to hold the capacity of the entire contents
of the largest tank, plus 24 hour production, unless more stringent protective
requirements are deemed necessary by the Authorized Officer.

Painting Requirement

All above-ground structures including meter housmg that are not subject to safety
requirements shall be painted a flat non-reflective paint color

Shale Green, Munsell Soil Color Chart # 5Y 4/2

VRM Facility Requirement
Low-profile tanks not greater than eight-feet-high shall be used.

B. PIPELINES

C. ELECTRIC LINES
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X.

INTERIM RECLAMATION

During the life of the development, all disturbed areas not needed for active support of
production operations should undergo interim reclamation in order to minimize the
environmental impacts of development on other resources and uses.

Within six (6) months of well completion, operators should work with BLM surface
management specialists (Jim Amos: 575-234-5909) to devise the best strategies to reduce
the size of the location. Interim reclamation should allow for remedial well operations, as
well as safe and efficient removal of oil and gas.

During reclamation, the removal of caliche is important to increasing the success of
revegetating the site. Removed caliche that is free of contaminants may be used for road
repairs, fire walls or for building other roads and locations. In order to operate the well or
complete workover operations, it may be necessary to drive, park and operate on restored
interim vegetation within the previously disturbed area. Disturbing revegetated areas for
production or workover operations will be allowed. If there is significant disturbance and
loss of vegetation, the area will need to be revegetated. Communicate with the
appropriate BLM office for any exceptions/exemptions if needed.

All disturbed areas after they have been satisfactorily prepared need to be reseeded with
the seed mixture provided below.

Upon completion of interim reclamation, the operator shall submit a Sundry Notices and
Reports on Wells, Subsequent Report of Reclamation (Form 3160-5).
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X. FINAL ABANDONMENT & RECLAMATION

At final abandonment, well locations, production facilities, and access roads must
undergo "final" reclamation so that the character and productivity of the land are restored.

Earthwork for final reclamation must be completed within six (6) months of well
plugging. All pads, pits, facility locations and roads must be reclaimed to a satisfactory

revegetated, safe, and stable condition, unless an agreement is made with the landowner
or BLM to keep the road and/or pad intact.

After all disturbed areas have been satisfactorily prepared, these areas need to be
revegetated with the seed mixture provided below. Seeding should be accomplished by
drilling on the contour whenever practical or by other approved methods. Seeding may
need to be repeated until revegetation is successful, as determined by the BLM.

Operators shall contact a BLM surface protection specialist prior to surface abandonment
operations for site specific objectives (Jim Amos: 575-234-5909).
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Seed Mixture 3, for Shallow Sites

The holder shall seed all disturbed areas with the seed mixture listed below. The seed
mixture shall be planted in the amounts specified in pounds of pure live seed (PLS)* per
acre. There shall be no primary or secondary noxious weeds in the seed mixture. Seed
will be tested and the viability testing of seed will be done in accordance with State
law(s) and within nine (9) months prior to purchase. Commercial seed will be either
certified or registered seed. The seed container will be tagged in accordance with State
law(s) and available for inspection by the authorized officer.

Seed will be planted using a drill equipped with a depth regulator to ensure proper depth
of planting where drilling is possible. The seed mixture will be evenly and uniformly
planted over the disturbed area (smaller/heavier seeds have a tendency to drop the bottom
of the drill and are planted first). The holder shall take appropriate measures to ensure
this does not occur. Where drilling is not possible, seed will be broadcast and the area
shall be raked or chained to cover the seed. When broadcasting the seed, the pounds per
acre are to be doubled. The seeding will be repeated until a satisfactory stand is
established as determined by the authorized officer. Evaluation of growth will not be’
made before completion of at least one full growing season after seeding.

Species to be planted in pounds of pure live seed* per acre:

- Species Ib/acre
Plains Bristlegrass (Setaria magrostachya) 1.0
Green Spangletop (Leptochloa dubia) 2.0

Side oats Grama (Bouteloua curtipendula) 5.0
*Pounds of pure live seed:

Pounds of seed x percent purity x percent germination = pounds pure live seed
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